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In the Year One Thousand Nine Hundred and Ninety,

An Act promoting economic diversification for defense depen-

dent FIRMS AND INDUSTRIES.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, asfollows.

1 SECTION 1. Chapter 23D of the General Laws is hereby
2 amended by striking out section 1, as amended by section 3 of
3 chapter 607 of the acts of 1989, and inserting in place thereof the
4 following section:
5 “Applicant”, any legal entity, or person seeking assistance
6 pursuant to this chapter for an employee involvement or employee
7 ownership project.
8 “Area labor-management committee”, a committee composed
9 of representatives from maangement, labor and private concerned

10 citizens from a particular geographic area or industry; provided,
11 however, that management representatives shall be selected by
12 management and labor representatives shall be selected by labor.
13 “Board”, board of trustees of the economic stabilization trust.
14 “Business”, any individual, firm, corporation, partnership, trust
15 or other legal entity with its principal office, plant, or facility in
16 the commonwealth and engaged in manufacturing, research and
17 development, or the provision of goods and services.
18 “Commission”, the commission on employee involvement and
19 ownership established in section two hundred and four of chapter
20 six.
21 “Defense-dependent firm”, a firm engaged in defense-related
22 commercial activities which has derived over twenty-five per cent
23 of its operating income generated from operations located within
24 the commonwealth through prime contracts with the United
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25 States Department of Defense or through subcontracts to such
26 prime contractors, in each of the preceding five years or over the
27 life of the business, whichever period is shorter.
28 “Director”, or “Executive Director”, the executive director of
29 the industrial service program.
30 “Employee”, any person employed for hire by an employer in
31 any lawful employment; provided, however, that employees shall
32 be designated as managerial employees if they participate to a
33 substantial degree in formulating or determining policy.
34 “Employee involvement”, the involvement of both employees
35 and managers in decisions affecting their work; provided,
36 however, that where a certified collective bargaining agent
37 represents said employees such involvement of said employees
38 shall be with the agreement of said agent.
39 “Employee organization”, any lawful association, organization,
40 federation, council, or labor union, the membership of which
41 includes public or private employees, and assists its members to
42 improve their wages, hours, and conditions of employment.
43 “Employee-owned business”, a corporation organized and
44 operated pursuant to chapter one hundred and fifty-seven A, or
45 by a partnership consisting ofat least three persons which is owned
46 and controlled by the partners on a cooperative basis whereby the
47 partners vote on partnership matters on a one-person, one-vote
48 basis and the ratio of partners to nonpartner employees is no less
49 than one to one, or a business, the ownership of which is
50 represented by shares and the governing body of which is elected
51 by holders of shares in which more than fifty percent of the class
52 of voting shares having the greatest combination voting power and
53 dividend rights and more than fifty percent of all other classes
54 of shares are owned by (1) not less than seventy percent of the
55 employees of such business, (2) an employee-stock ownership plan
56 maintained by such business, or (3) a combination of the
57 foregoing, subject to the following;
58 (i) shares of any class owned by an employee who owns more
59 than fifteen percent of such class shall be treated as owned by
60 someone other than said employee. For purposes of determining
61 whether a person owns more than fifteen percent of a class, shares
62 owned by the person’s spouse, children or parents shall be treated
63 as owned by said person.
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(ii) voting shares owned by an employee stock ownership plan
shall be taken into account only to the extent that the employee
stock ownership plan passes the vote with respect to all shares
held in trust through to employees.

64
65
66
67

“Employee ownership”, employees having an ownership
interest in the business where they work.

68
69

“Employee-ownership project”, a plan, arrangement or
transaction under which (a) a business would become an
employee-owned business within a period of not more than five
years, or (b) an employee-owned business would be established.

70
71
72
73

“Employee stock ownership plan”, an employee stock
ownership plan within the meaning of 26 USC section 4975(e)(7),
including, where the context so indicates, the trust maintained
under such a plan.

74
75
76
77

“Employer”, includes any person acting in the interest of an
employer directly or indirectly.

78
79

“Financial assistance”, includes, but is not limited to, funding
in the form of debt, equity or grant not reasonably obtainable
from commercial sources;

80
81
82

“Financial agreement”, a legal agreement between the economic
stabilization trust and a business or person which details the terms
and conditions upon which the trust has loaned to, invested in,
or otherwise financed said business or person.

83
84
85
86
87 “Person”, any individual or individuals, firm, corporation,

partnership, trust or other legal entity which seeks to purchase
a business or the plant, facilities or assets of a business in the
commonwealth or to institute or implement an employee-
ownership project.

88
89
90
91
92 “Program”, the industrial service program.
93 “Technical assistance”, includes but is not limited to, referrals

to sources of financing; manufacturing process modernization
assistance; on-site assistance from executive branch business
development, product development and worker assistance
agencies; export trade and marketing assistance; evaluation of
potential new products and markets, and workforce training.

94
95
96
97
98
99 “Trustees”, the trustees of the economic stabilization trust.

100 “Trust”, the economic stabilization trust.
101 “Voting power”, the power of shares, relative to other shares

in the business, to elect at least a majority of the members of the
governing body of a business.

102
103
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“Weapons systems activities”, include but are not limited to
industries producing aircraft and parts, commercial and non-
commercial research and development, communication and
detection equipment, electrical test equipment, electron tubes,
electronic components, electronic computing equipment,
fabricated metal products, guided missiles and guided missile
parts, optical instruments, ordinance, scientific instruments, semi-
conductors, ship and boat building, small arms, space vehicles and
parts, and turbines.

104
105
106
107
108
109
110
i 11
112

SECTION 2. Section 4of said chapter 23D, is hereby amended
by inserting after clause (h), inserted by section 4 of said chapter
607, the following clause;

1
2
3

(i) with the guidance of the economic diversification committee
as established in section thirteen A, and working closely with the
Centers for Applied Technology, overseeing an economic
diversification program which will stimulate and encourage the
sustainable diversification of weapons systems activities into
revenue generating non-weapons systems activities by the infusion
of financial aid and technical assistance to defense-dependent
firms for which such financial aid and technical assistance would
not otherwise be reasonably obtainable from commercial sources.

4
5
6
7
8
9

10
II
12

SECTION 3. Section 9of said chapter 23D, is hereby amended
by striking out subsection (d), as appearing in the 1988 Official
Edition, and inserting in place thereof the following subsec-
tion;

1
2
3
4

(d) The provisions of chapter two hundred and sixty-eight A
shall apply to all trustees, officers and employees of the trust, and
the members of the economic diversification committee as
established in section thirteen A, except that the trust may invest
in, purchase from, sell to, borrow from, loan to, contract with
or otherwise deal with any person or entity in which any trustee
or member of the economic diversification committee is in any
way interested or involved; provided, however, that such interest
or involvement is disclosed in advance to the members of the
board and to the membeis of the economic diversification
committee, and recorded in the minutes of the board; and
provided, further, that no trustee or member of the economic

5
6
7
8
9

10
11
12
13
14
15
16
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17 diversification committee having such an interest or involvement
18 may participate in any decision of the board or economic
19 diversification committee relating to such person or entity.

1 SECTION 4. Said section 9of chapter 23D, is hereby further
2 amended by striking out subsection (h), as so appearing, and
3 inserting in place thereof the following subsection:
4 (h) Trustees, and economic diversification committee members
5 as established in subsection thirteen A, shall not be liable to the
6 commonwealth, to the agency or to any other person as a result
7 of their activities, whether ministerial or discretionary, as such
8 trustees or economic diversification committee members except9 for willful dishonesty or intentional violations of the law. The trust

10 may purchase liability insurance for trustees, officers, employees,
11 and economic diversification committee members, and may
12 indemnify said persons against claims of others.

1 SECTION 5. Said chapter 23D is hereby further amended by
2 striking out section 13, as amended by section 9 of said chapter
3 607, and inserting in place thereof the following section:
4 Section 13. Any business or person seeking financing from the
5 trust shall submit to the executive director a complete application
6 for financing and any other information as the board shall request.

The board shall review the application for financing, and based8 upon the information submitted and such additional investigation
9 as the trustees may deem necessary, approve or deny said

10 application subject to the following requirements; provided,
11 however, that in the case of applications for financial aid referred
12 from the economic diversification committee, as established in13 section thirteen A, the board shall approve or deny the application
14 based solely upon a determination that the proposal shall15 maintain or create employment opportunities within the16 commonwealth and shall be commercially feasible;
17 (a) Before approving an application for assistance in connection
18 with the purchase of a troubled business, the board shall determine19 and incorporate in its minutes that:
20 (I) the business is likely to experience a large loss of21 employment, plant closure, or failure without the loan financing22 or investment by the trust;
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23 (2) the business or person seeking to purchase the business has
24 taken or will take such actions as the board deems necessary to
25 insure the business has a reasonable chance to continue as a
26 successful business, including, but not limited to, changes in its
27 operations, financing, or management and that said actions are
28 included as a condition for financing by the trust in the financing
29 agreement; and
30 (3) the business or person seeking to purchase the business has
31 made diligent efforts to obtain the financing necessary to continue
32 its operations or transfer ownership of the business from private
33 financial institutions and public economic development agencies,
34 and such financing is unavailable or has been offered on terms
35 that would prevent the successful continuation or change in
36 ownership of the business.
37 (b) Before approving an application for assistance in connection
38 with an employee-owned business or an employee-ownership
39 project, the board shall consult with the director and after
40 receiving the recommendation of the director, shall determine and
41 incorporate in its minutes that:
42 (1) the business or person seeking assistance has taken or will
43 take such actions as the board and the director deem necessary
44 to insure that the employee-ownership project has a reasonable
45 chance to succeed; and
46 (2) except with respect to assistance for pre-feasibility and
47 feasibility studies, that such business or person has made diligent
48 efforts to obtain the financing necessary to institute or implement
49 the employee-ownership project from private financial institu-
-50 tions and public economic development agencies, and such
51 financing is unavailable or has been offered on terms that would
52 prevent the successful institution or implementation of the project.
53 (c) Before approving an application for financial aid referred
54 from the economic diversification committee, as established in
55 section thirteen A, the board shall find and incorporate in its
56 minutes that: (1) the firm applying for financial aid has derived
57 over twenty-five per cent of its operating income from prime
58 defense weapons systems contracts or from subcontracts entered
59 into in connection with prime defense weapons systems contracts,
60 in each of the preceding five years or over the life of the business,
61 whichever is less, (2) this qualifying percentage shall be a
62 measurement of operating income generated from operations
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63 within the commonwealth, and (3) the product or service has a
64 reasonable chance of contributing to the sustainable diversifica-
-65 tion of all or a portion of such firm’s business to non-weapons
66 systems industrial or commercial activities, or to creating a new
67 non-weapons systems industrial or commercial business.

1 SECTION 6. Said chapter 23D is hereby further amended by
2 inserting after section 13 the following three sections;
3 Section 13A. (a) There shall be within the trust, a committee
4 called the economic diversification committee. The purpose of
5 said committee shall be to implement the economic diversification
6 program by stimulating and encouraging the sustainable
7 diversification of weapons systems activities into revenue
8 generating non-weapons systems activities by the infusion of
9 financial aid and technical assistance to defense-dependent firms

10 seeking to expand into new product areas or markets for which
11 such financial aid or technical assistance would not otherwise be
12 reasonably obtainable from commercial sources.
13 (b) The economic diversification committee shall consist of nine
14 members: the secretary of economic affairs, the secretary of labor,
15 the executive director of the Industrial Services Program, the
16 director of the Center for Applied Technology at the Massachu-
-17 setts Centers for Excellence, and five members appointed by the
18 governor one of whom shall be a labor representative affiliated
19 with a union or unions likely to be affected by any diversification

20 activities; one of whom shall be an industrialist with skill,
21 knowledge, and experience in the application of technologies in
22 defense oriented industries, or management of defense oriented
23 industries; one of whom shall be an academician with a
24 demonstrated interest in and knowledge of the economics or the
25 mechanics of defense oriented industries; one of whom shall be
26 a marketing professional with knowledge of economic diversifi-
-27 cation or the commercial development of technological invention
28 and new products; and one of whom shall be a community
29 advocate from a recognized disarmament and diversification
30 organization.
31 Each economic diversification committee member appointed by
32 the governor shall serve for a term of five years, except that in
33 making the initial appointments the governor shall appoint one
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34 member to serve for one year, two to serve for three years and
35 two to serve for five years.

36 Any person appointed to fill a vacancy in the office of a member
37 of the economic diversification committee shall be appointed in
38 a like manner and shall serve for the unexpired term of such
39 member. Any member may be removed from his office by the
40 governor for cause.
41 (c) The members shall annually elect one of their number as
42 chairman and one as secretary. The economic diversification
43 committee may elect such other officers of the committee as it
44 deems proper. Members shall receive no compensation for the
45 performance of their duties hereunder but shall be reimbursed for
46 necessary expenses incurred in the performance thereof.
47 (d) Five members of the economic diversification committee
48 shall constitute a quorum and the affirmative vote of five members
49 shall be necessary and sufficient for any action to be taken by the
50 committee. No vacancy in the membership of the committee shall
51 impair the right of a quorum to exercise all the rights and perform
52 all the duties of the committee. Any action taken by the economic
53 diversification committee may be authorized by resolution at any
54 regular or special meeting and shall take effect immediately unless
55 otherwise provided in the resolution. Notice of any meeting,
56 whether special or regular, shall be given by telephone or orally,
57 not less than forty-eight hours prior to the meeting. The economic
58 diversification advisory committee may delegate to one or more
59 of its members, or its officers, agents and employees, such powers
60 and duties as it may deem proper.
61 (e) The economic diversification program shall work closely
62 with the Center for Applied Technology at the Massachusetts
63 Centers for Excellence, and may also utilize the offices, staff, and
64 resources of other agencies of the executive branch including, but
65 not limited to, the Bay State Skills Corporation, the the
66 Massachusetts Office of Business Development, the department
67 of employment and training, the executive office of communities
68 and development, the Massachusetts Community Development
69 Finance Corporation, the Massachusetts Government Land
70 Bank, the Massachusetts Industrial Finance Agency, the
71 Massachusetts Business Development Corporation, the Massa-
-72 chusetts Capital Resource Corporation, the Massachusetts
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Product Development Corporation, the Massachusetts Technol-
ogy Development Corporation, and such voluntary and
uncompensated services as may from time to time be necessary
for the proper performance of the duties and purposes of the
program.

73
74
75
76
77

Section 138. The economic diversification committee shall
implement and monitor the economic diversification program by;

78
79

(1) surveying and analyzing regional industries to better
understand the amount of defense dependency within firms and
their capabilities for diversifying;

80
81
82
83 (2) establishing eligibility criteria for applications for financial

and technical assistance and developing requests for proposals
subject to the provisions of section thirteen;

84
85

(3) publicizing the economic diversification program;86
87 (4) distributing, receiving, reviewing and evaluating applica-

tions for financial aid and technical assistance;88
89 (5) determining which applications meet the established criteria

for assistance;90
91 (6) approving applications for financial and technical assistance

in accordance with the provisions of section thirteen, including
funding proposals from local Industry Action Projects to carry
out economic diversfication work;

92
93
94
95 (7) referring applications to the executive director for

confirmation by the trustees subject to the provisions of section
thirteen;

96
97
98 (8) referring and distributing to appropriate executive branch

agencies applications for financial aid and technical assistance, as
provided for in subsection (e) of section thirteen A;

99
100
101 (9) reviewing and approving venture agreements for economic

diversification projects;102
103 (10) monitoring progress and evaluating the results of financial

aid and technical assistance awarded to certain firms by the
economic diversification program.

104
105
106 Section 13C. The executive director of the Industrial Services

Program and the director of the Center for Applied Technology
shall, subject to appropriation and with the approval of the
economic diversification committee members, jointly appoint a
coordinator for the economic diversification program who shall
report to the appointing executives, direct and supervise all

107
108
109
110
111
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112 administrative affairs and the general management of the
113 economic diversification committee, attend all meetings of the
114 economic diversification committee, keep a record of all economic
115 diversification committee proceedings and program activities, and
116 be a custodian of alt books, documents, and papers filed with the
117 economic diversification program.

1 SECTION 7. Section 12 of chapter 40J of the General Laws,
2 as appearing in the 1988 Official Edition, is hereby amended by
3 striking out, in line 106, the word “entity” and inserting in place
4 thereof the words; entity, including participation in the
5 economic diversification program as provided for in chapter
6 twenty-three D.
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